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REMARKS OF SENATOR MAX BAUCUS
ON NAFTA IN THE CONGRESS TO THE AMERICAN BAR ASSOCIATION
NATIONAL INSTITUTE ON THE NORTH AMERICAN FREE TRADE AGREEMENT
January 29, 1993
There is no foreign policy issue that could affect the U.S. economy more than the
North American Free Trade Agreement.
NAFTA promises to create the largest trading bloc in the world -- with more than 380
million consumers, more than 6 trillion dollars in combined gross national product. Canada is
already our largest trading partner, Mexico our third. With NAFTA in place, those
relationships could only be strengthened. Access for American businesses to the large and
growing Mexican market would be increased. And U.S. businesses stand to gain tremendous
advantages in this market over their Japanese and European competitors, both from better
access to the markets and from economies of scale.
Today, I would like to focus on NAFTA's prospects in the Congress. It is certain to
be one of the most contentious issues we face this session. But the Administration can do
much to ease our concerns before it submits the package for consideration. Let me sketch
some of the issues that must be addressed for NAFTA to win Congressional approval.
In any negotiated agreement, no party gets everything it wants. In NAFTA, there will
be industries that win and industries that lose. With NAFTA in effect, the U.S. stands to gain
far more jobs than it stands to lose. But some industries certainly stand to lose jobs.
Most of those jobs are in labor-intensive industries in which U.S. companies already
face substantial pressure to move production overseas. We cannot allow NAFTA to
accelerate that process.
We must address -- both in NAFTA and in the wider context of global competition -the retraining of U.S. workers whose jobs are threatened by the attraction of lower wages
abroad. In order to minimize any possible disruption stemming from NAFTA, we must
ensure that worker adjustment programs are in place before NAFTA is implemented.
American workers are the most productive in the world. But in some industries,
productivity alone is not enough to keep jobs at home. We need to identify areas and
industries where jobs are at risk and work aggressively to develop programs to retrain
workers who may lose their jobs to foreign competition or other economic pressures.
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At the end of the Tokyo Round of GATT talks in 1974, Congress and the
Administration recognized that the nation as a whole would benefit from the new Agreement.
But they also recognized that some jobs would be threatened. So Congress passed something
called the "Trade Adjustment Assistance Program" -- the "TAA" -- when it approved the

Tokyo Round. Under TAA, workers who were displaced became eligible for income support
and retraining for productive new jobs.
That bargain held until 1981. But in the last twelve years, Republican administrations
have tried to eliminate TAA every year. We must break this pattern and return to the original
bargain.
The Clinton Administration understands this and has made a worker adjustment
program a precondition to concluding the NAFTA. The Administration has not yet come
forward with a specific legislative proposal. One thing is clear: the program must be in
place before the NAFTA is implemented.
A second key concern regarding the NAFTA as negotiated is its treatment of the
environment. Certainly NAFTA has broken new ground in trade agreements in that it even
takes environmental concerns into account. But the current agreement leaves unaddressed
many of the environmental issues that have been raised. The Clinton Administration has
committed to addressing environmental concerns in a separate side agreement.
At the top of the list of environmental concerns is enforcement of existing laws.
Mexico's environmental protection laws often look very good on paper, but enforcement lags
far behind U.S. levels. Financial resources, technical expertise and -- especially at the local
level -- political inertia all limit Mexico's ability to address its pressing environmental
problems. For Mexican exporters, the absence of effective pollution controls can confer a
significant subsidy.
In the side negotiations, we must find a way to ensure that "pollution does not pay."
Otherwise, NAFIA would inadvertently create an incentive for businesses looking to cut
corners to add to Mexico's already significant environmental problems. We cannot be
responsible for allowing the physical environment in both the U.S. and Mexico -- and the
economy in the U.S. -- all to suffer.

The side agreement will have to address two issues. First, the newly created trinational North American Commission on Environment -- NACE -- must be made an effective

force for promoting environmental protection. Second, the side agreement must create some
kind of binding enforcement mechanism.
The North American Commission on the Environment has been presented as NAFTA's
environmental watchdog, but its membership, duties and enforcement powers remain
undefined. It has been described as everything from an annual meeting of environmental
ministers to an enforcement agency with the power to close down polluters in any of the three
[more]

countries. I reject both of these extremes. The first is too weak, relying on toothless
evaluations of conditions and pledges to clean things up. The second gives too much power
to an appointive body beyond national control.
In the NACE, we need something with teeth, but which recognizes national
sensitivities. Let me suggest a model that I believe would meet both considerations. We
should create a NACE with both consulting and investigating functions.
As consultants, I would envision NACE functioning somewhat along the lines of the
Commerce Department's new Manufacturing Outreach Centers or the Department of
Agriculture's Extension Service. Technical experts, perhaps in regional offices, would be
available to consult with government and business in addressing environmental issues. They
could help a factory manager find the appropriate technology to reduce air and water
pollution. They could meet with enforcement officials to discuss how to meet legal
requirements of proving violations of the laws. And they could guide industries to grant or
loan programs that would aid in financing pollution control.
On the enforcement side, I believe that NACE should be the initial point of
consideration for complaints. But both enforcement and retaliation for lack of enforcement
should remain with national authorities. A permanent multinational staff of experts could
receive complaints of noncompliance with applicable laws from any source.
This staff would evaluate and investigate the complaint. It could recommend
corrective action to the appropriate national environmental agency. If the violation persists,
after a reasonable time NACE experts could recommend to a NAFTA dispute panel that trade
sanctions be imposed. Sanctions could range from banning importation of products of a
single offending firm to selectively snapping back tariffs to pre-NAFTA levels. For this
process to work, inadequate enforcement of environmental laws must also be subject to
NAFTA's dispute settlement process.
This is certainly not the only way to address environmental enforcement, but I believe
it is the best.
No trade agreement before has included restrictions based on the process by which a
product was made. But the global environmental crisis requires that we break new ground.
We and our neighbors can lead the world in this regard. I believe that the environmental
considerations are the single most important issue that the Administration must address before
forwarding NAFTA to Congress. It is not a question of environmental concerns versus
economic concerns. The two are not opposites, they are complements. And an agreement as
important as the NAFTA is certainly the appropriate vehicle to begin linking environmental
and economic development on a multinational scale.
Underlying both the worker adjustment program and the environmental cleanup is the
question of funding. Some have suggested that the U.S. should subsidize increased
[more]

environmental enforcement in Mexico as one price of creating the NAFTA. In these days of
tight government budgets, that is simply a non-starter.
The President has pledged major efforts to cut the deficit in this Administration. A
major worker adjustment program in the U.S. and increased environmental enforcement in
Mexico funded with U.S. tax dollars would make that pledge harder to keep.
On the other hand, a small and temporary surcharge on imports among NAFTA
members would not threaten the overall benefit of the agreement to the North American
economy. Revenue from a "Free Trade Trust Fund" could be dedicated to making possible a
cleaner environment and a brighter economic future for workers who might be displaced.
The surcharge could be very small -- approximately 1 percent of the value of goods
and services -- and it would end after the phase-in period of the Agreement. The size of both
the fee and the worker adjustment program depend to a great extent on whose estimates of
the job impact of NAFTA are accepted. But it would allow us to charge some of the sectorspecific costs against the more general benefits that the NAFTA promises.
President Clinton has come to office on promises to bring an American renewal. The
NAFTA offers unique opportunities to renew the American economy, to strengthen our ties
with our neighbors, and to demonstrate our commitment to global leadership in protecting the
environment. We in the Congress welcome the opportunity to work with the Administration
in seeking to strengthen the NAFTA so it can better meet the needs of the American people.
If we are creative and forward-looking, we can develop a NAFTA that is good for the
North American economy, North American workers and the North American environment.

